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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  balance  sheet  of  the  Department  of  State  Lands  and 
Investments  as  of  June  30,  1969,  and  the  related  statements  of  operations,  as 
set  forth  in  the  table  of  contents  of  this  report,  for  the  fiscal  year  then 
ended.   Our  examination  was  made  in  accordance  with  generally  accepted  auditing 
standards  and  accordingly,  included  such  tests  of  the  accounting  records  and 
such  other  auditing  procedures  as  we  considered  necessary  in  the  circumstances. 

The  financial  statements  have  been  prepared  on  the  cash  basis  of  accounting 
and  do  not  show  financial  position  or  operating  results  as  do  statements  pre- 
pared on  the  modified  accrual  basis  in  accordance  with  generally  accepted 
accounting  principles  applicable  to  governmental  units. 

The  land  department  does  not  maintain  a  general  ledger,  utilize  the  double 
entry  system  of  accounting,  or  prepare  comprehensive  annual  financial  statements. 
Accordingly,  the  accompanying  financial  statements  have  been  prepared  primarily 
from  the  state  controller's  centralized  records  and  detail  records  maintained 
by  the  land  department. 

In  our  opinion,  subject  to  the  exceptions  described  in  the  preceding  para- 
graphs, the  accompanying  financial  statements  present  fairly  the  financial 
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position  of  the  funds  and  accounts  administered  by  the  Department  of  State  Lands 
and  Investments  as  of  June  30,  1969,  and  the  results  of  operations  for  the  year 
then  ended,  in  conformity  with  generally  accepted  governmental  accounting 
principles  applied  on  a  basis  consistent  with  that  of  the  preceding  year. 

We  submit  the  financial  statements  listed  in  the  preceding  table  of  contents 
together  with  the  following  comments. 
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COMMENTS 
GENERAL 

The  Department  of  State  Lands  and  Investments  was  created  by  Chapter  60, 
Laws  of  1927.   Although  created  by  law,  the  Department  of  State  Lands  and 
Investments  (hereafter  referred  to  as  the  land  department)  has  its  origin  in 
Article  XI,  Section  4  of  Montana's  Constitution.   The  Constitution  provides 
that  the  governor,  superintendent  of  public  instruction,  secretary  of  state, 
and  attorney  general  will  constitute  the  State  Board  of  Land  Commissioners 
(hereafter  called  the  land  board)  which,  under  law,  is  the  governing  board 
of  the  land  department.   The  directions  of  the  land  board  are  carried  out  by 
the  commissioner  of  state  lands  and  investments  who  is  appointed  by  the  governor 
subject  to  the  consent  of  the  Senate.   The  commissioner  of  state  lands  and 
investments  (hereafter  called  the  commissioner)  is  primarily  responsible  to 
the  land  board,  and  has  charge  of  daily  operations  of  the  land  department  in 
all  matters  except  state  forests  which  are  the  responsibility  of  the  state 
forester,  who  also  reports  directly  to  the  land  board. 

Pursuant  to  the  Constitution  and  descending  legislation,  the  land  board  has 
general  authority,  direction,  and  control  over  the  care,  management,  and  dis- 
position of  all  state  lands  as  well  as  the  funds  arising  from  the  leasing,  use, 
sale,  and  disposition  of  such  lands.  The  land  board  is  also  generally  charged, 
pursuant  to  law  and  the  Constitution,  with  the  investment  and  administration  of 
all  funds  subject  to  investment,  in  the  hands  of  all  state  agencies. 

The  various  functions  of  land  department  are  financed  from  General  Fund 
appropriations  except  for  the  resource  development  division.   The  resource 
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development  division  is  separately  financed  from  an  account  in  the  Earmarked 
Revenue  Fund.   The  funds  available  to  the  resource  development  division  are 
dedicated  to  the  further  development  of  state  lands. 

Our  examination  of  the  land  department  excluded  the  Office  of  the  State 
Forester  which,  although  under  the  legal  jurisdiction  of  the  land  board,  is 
separate  from  the  land  department  in  function  and  operation. 
ACCOUNTING  SYSTEM  AND  FINANCIAL  STATEMENTS 

The  land  department  does  not  have  a  system  of  general  accounting  and 
financial  reporting  to  adequately  account  for  its  activities  including  land 
and  investment  transactions.   The  land  department  does  not  maintain  a  general 
ledger,  the  basic  accounting  record  of  any  business  or  governmental  agency,  nor 
does  it  utilize  the  double  entry  system,  the  only  generally  accepted  metliod  of 
recording  accounting  transactions.   The  land  department  does  not  prepare  a 
comprehensive  annual  balance  sheet  or  trial  balance  to  show  the  assets,  obli- 
gations, and  fund  balances  over  which  it  has  control. 

In  our  opinion,  the  land  department  needs  a  basic  accounting  system  that 
will  establish  control  over  its  financial  operations.   A  general  ledger  should 
be  maintained  and  posted  on  a  monthly  basis  to  properly  show  changes  and  balances 
of  the  land  department's  accounts.   The  general  ledger  should  be  posted  monthly 
from  books  of  original  entry  such  as  a  cash  receipts  register,  claims  register, 
etc.   The  double  entry  system  should  be  utilized  to  keep  all  the  accounts  in 
balance,  show  the  dual  effect  of  each  financial  transaction,  and  ]irovl(lf  .1  basis 
for  the  preparation  of  accurate  and  complete  financial  statements  and  reconcil- 
iations. 


-4- 


Each  state  agency  is  presently  required  by  law  (Section  59-701,  R.C.M.  1947) 
to  prepare  and  submit  annual  financial  statements  to  the  state  controller.   Finan- 
cial statements  are  basic  to  show  the  results  of  each  agency's  operations  as  well 
as  its  financial  position  at  yearend  and  are  the  rudiments  necessary  for  proper 
disclosure  of  the  financial  affairs  of  the  State  of  Montana.   In  this  regard,  the 
state  controller  is  presently  establishing  and  prescribing  the  content,  format, 
and  instructions  for  preparation  of  the  financial  statements  to  be  prepared  by 
state  agencies. 

RECOMMENDATION 

We  recommend  that  the   land  department: 

1.  Establish  a  general    ledger  utilizing   tJie  double  entry  system 
to  account  for  its  activities   including    land  and   investment 
transactions   in  accordance  with  generally  accepted  governmental 
accounting  principles  and  post   the    ledger  monthly. 

2.  Confer  with   the  state  controller  to  ascertain   the  nature  and 
extent  of  financial  statements  necessary   to  adequately  disclose 
the  results  of  operations  and  meet   the  intent  of  the    law. 

Z.      Prepare  annual  financial  statements  for  submission  to   the  state 
controller  and  for  audit,    that  will  present    the  financial 
conditions  of  the  state  funds  and  accounts  fur  whii^h   iJie   land 
department  has  responsibility  and  the  operations  for   the  year. 

CASH  SUSPENSE  ACCOUNT 

During  the  1968-69  fiscal  year,  the  state  treasurer  maintained  a  cash  suspense 
account  within  the  state  treasury  for  the  land  department.   This  account  was 
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excluded  from  the  state's  regular  accounting  system  and  served  as  the  initial 
depository  for  all  land  department  collections.   As  of  October  1,  1969,  and 
in  accordance  with  our  recommendations  in  prior  audit  reports  (Fish  and  Game 
Commission,  August  1968,  and  Board  of  Equalization,  July  1969),  the  use  of 
suspense  accounts  by  the  land  department  and  other  agencies  has  been  discontinued 
and  instead,  more  acceptable  clearance  account  techniques  are  being  utilized. 
There  are,  however,  several  weak  procedures  which  were  associated  with  the  land 
department  suspense  account  which  we  believe  still  warrant  attention  which  are 
discussed  below. 

Internal  Control  Over  Cash 

A  number  of  generally  accepted  internal  control  standards  with  respect  to 
the  handling  and  control  of  cash  receipts  were  not  in  use  at  the  land  department. 
These  standards  include: 

1.  Prompt  recording  of  cash  received. 

2.  Daily  intact  deposit  of  all  cash  receipts. 

3.  A  centralized  point  for  receiving  cash. 

4.  Segregation  of  duties  so  that  those  individuals  receiving  cash  do  not 
also  have  access  to  the  accounting  records. 

We  found,  for  example,  that  cash  received  in  the  mail  was  usually  segregated 
as  to  organizational  division  within  the  land  department  and  routed  to  these 
divisions  without  any  logging  or  recording  of  receipt.   Upon  receiving  the  cash 
and  related  documents,  the  various  divisions  identified  the  nature  of  the  revenue, 
coded  it  for  accounting  purposes,  and  forwarded  it  to  the  land  department  cashier 
who  prepared  a  receipt  and  deposited  the  cash  in  the  state  treasury.   However, 
only  those  cash  items  which  had  been  identified  and  coded  as  to  revenue  source 


were  receipted  for  and  deposited.   In  those  instances  where  the  various  divisions 
were  unable  to  readily  identify  the  revenue  source,  the  cash  items  and  related 
documents  were  held  at  the  division  level  until  such  identification  could  be 
made.   This  procedure  often  resulted  in  lengtiiy  delays  between  the  time  of  Initial 
receipt  and  eventual  deposit.   No  written  record  of  the  receipt  of  cash  was 
established  until  the  revenue  source  was  identified  and  the  cashier  received  the 
cash.   In  the  meantime,  numerous   individuals  having  access  to  the  land  department 
records  were  in  possession  of  the  cash  and  related  documents. 

Section  79-306,  R.C.M.  1947,  provides  that  all  departments  of  the  state 
government  located  at  the  Capitol  shall  deposit  with  the  state  treasurer  daily, 
all  moneys,  credits,  evidences  of  indebtedness  and  securities  received.   In  con- 
trast to  the  provisions  of  this  law,  prior  to  the  start  of  our  audit,  the  present 
land  commissioner  pointed  out  that  he  had  found  in  the  files  many  checks  totaling 
approximately  $50,000  payable  to  the  land  department  dating  back  to  1953.   These 
checks  apparently  had  not  been  deposited  simply  because  the  appropriate  source  of 
revenue  had  not  been  identified.   Although  through  considerable  effort  the 
department  was  subsequently  able  to  collect  all  but  about  $9,700  of  this  amount, 
the  lack  of  prompt  intact  deposits  over  the  years  did  result  in  a  significant 
loss  to  the  state.   Another  example  of  delayed  deposits  is  that  $82,419  in  bid 
deposits  received  during  late  July  1969  for  an  oil  and  gas  lease  sale  conducted 
in  mid-September  1969,  were  withheld  from  deposit  for  approximately  two  months. 

We  also  observed  other  procedures  which  wo  believe  warrant  cliancc   h'or 
example,  the  land  department  frequently  colJeits  revenue  lor  oLiicr  slate  .i)M-nc  I  es . 
Tlie  land  department  often  deposited  these  receipts  in  the  land  department  suspense 
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account  and  requested  that  the  state  treasurer  draw  a  refund  check  in  favor  of  the 
appropriate  agency  for  whom  the  collection  was  made.   V\Jith  the  new  clearance 
account  the  department  now  has,  deposits  can  be  transferred  to  otlier  agencies  or 
funds  by  journal  vouchers  rather  than  writing  checks.   Also,  cash  received  and 
properly  identified  was  not  processed  if  it  was  an  erroneous  amount.   Instead  of 
depositing  the  amount  received  and  subsequently  rectifying  the  error,  the  amount 
received  was  returned  to  the  remitter  with  a  request  for  the  correct  amount. 

Section  81-204,  R.C.M.  1947,  includes  the  provision  that  the  land  commissioner 
issue  receipts  for  all  payments  received  by  his  office.   This  section  has  remained 
unchanged  since  its  original  passage  in  1927.   Upon  the  implementation  of  the 
recommendations  listed  below,  we  cannot  see  where  the  issuance  of  receipt  documents 
will  provide  any  necessary  additional  control.   Nowadays,  remittances  are  made  by 
check  and  the  canceled  check  is  generally  accepted  as  evidence  of  payment  to  the 
payor.   We  believe  the  land  department  should  consider  discontinuing  the  issuance 
of  receipts  except  when  requested  to  do  so  on  an  exception  basis  and  request 
legislation  to  remove  the  requirement  from  the  statutes. 

RECOMMENDATION 

We  recommend  that  the    land  department: 

1.  Specif-iaally  designate  a  central  point  for  opening  of  mail 
and  receiving  of  cash. 

2.  Establish  written  procedures  whereby  incoming  mail   is  date 
stamped  upon  receipt  and  cash  received  is  recorded  or   logged 
in  at  the  point  of  receipt. 
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3.  Request  statute  amendment  and  discontinue   the  issuance 
of  receipts  for  money  received,    except  upon  request. 

4.  Segregate  the  duties  of  personnel  so  that  those  individuals 
receiving  and  having  cash  do  not  also  have  control  over,  or 
access   to  the  accounting  records. 

6.      Deposit  all  cash  received  daily  with  the  state   treasurer'. 

6.  Make  all  refunds  of  amounts  received  in  error,    hid  deposits,    etc., 
through  the  claim  process  in  which  refunds  are  processed  in  the 
same  manner  as  other  claims  and  warrants  issued. 

7.  Transfer  amounts  collected  on  behalf  of  other  agencies   to   those 
agencies   through  the  use  of  inter-agency    transfer  docwnents   in 
the  general  accounting  system. 

Dishonored  Checks 

Occasionally  checks  are  received  by  the  land  department  and  deposited  with  the 
state  treasurer  but  refused  for  payment  by  the  banks  for  various  reasons.   Normally, 
these  checks  are  run  through  the  bank  clearing  houses  a  second  time  by  the  treasurer. 
Redepositing  of  initially  dishonored  checks  frequently  results  in  subsequent  payment. 
In  some  instances,  however,  the  banks  consistently  refuse  to  pay  checks  for  v.irious 
reasons,  and  as  a  result,  the  treasurer  returns  the  clieck  to  tlie  agency. 

Dishonored  checks  returned  to  the  land  department  by  the  state  treasurer  are 
not  recorded  in  the  land  department  accounting  system.   Immediately  upon  receipt 
of  dishonored  checks,  an  account  receivabJe  should  be  established  for  control 
purposes  and  collection  efforts  initiated. 
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RECOMMENDATION 

We  recommend  that  all   dishonored  cheaks  returned  to   the    land  department 

by   the  state   treasurer  be  controlled  and  accounted  for  by   the    land 

department  as  part  of  the  general   accounting  system. 

Outstanding  Suspense  Checks 

Prior  to  October  1,  1969,  refunds  from  the  suspense  account  were  made  at  the 
request  of  the  land  department  by  the  state  treasurer  through  the  issuance  of 
treasurer  checks.   At  the  time  of  our  audit,  several  of  these  checks  were  still 
outstanding,  dating  back  to  1961.   Recent  legislation  provided  for  the  cancellation 
of  state  warrants  after  one  year,  however,  there  appears  to  be  no  established 
policy  over  the  cancellation  of  treasurer's  suspense  checks.   We  believe  that  the 
outstanding  check  file  should  be  reviewed  and  that  if  the  payee  cannot  be  located, 
all  checks  over  one  year  old  should  be  canceled. 

RECOMMENDATION 

We  recommend  that   the   land  department  review  the  outstanding  checks  drawn 
by   the  state   treasurer  on  the    land  department  suspense  account  and 
cancel   those  checks  which  have  been  outstanding  over  one  year. 

ACCOUNTS  RECEIVABLE 

Accounts  receivable  at  the  land  department  consist  primarily  of  amounts  due 
the  state  from  state  lands  sales.   These  amounts  are  represented  by  "certificates 
of  purchase"  under  which  the  purchaser  of  state  land  contractually  agrees  to  make 
installment  payments  over  a  period  up  to  33  years  at  an  interest  rate  of  5  percent. 
On  June  30,  1969,  accounts  receivable  in  the  land  department  as  a  result  of  land 
sales  amounted  to  approximately  $3,700,000,  exclusive  of  accumulated  interest. 
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Issuance  of  Certificates  of  Purchase 

In  accordance  with  Section  81-921,  R.C.M.  19A7,  the  land  department  issues 
certificates  of  purchase  upon  consummation  of  land  sales.   The  law  specifies  that 
these  certificates  be  signed  by  the  governor  as  well  as  the  commissioner  and  that 
they  reflect  detailed  information  about  the  sale  as  well  as  property  easements  and 
reservations.   As  a  result,  certificates  of  purchase  are  a  detailed  legal  document 
which  are  bulky  and  time  consuming  to  execute. 

The  land  department  has  a  long-standing,  but  unwritten  policy  of  issuing  only 
one  certificate  of  purchase  for  each  sale  unless  requested  to  do  so  differently 
in  the  application.   In  certain  instances,  exceptions  to  this  policy  have  been 
made  at  the  request  of  various  purchasers.   For  example,  a  purchaser  of  320  acres 
of  state  land  in  1965,  initially  requested  the  land  department  to  issue  certificates 
for  each  quarter  section.   However,  before  the  two  certificates  could  be  issued, 
the  purchaser  revised  his  request  to  specify  certificates  for  each  40  acres. 
Accordingly,  8  certificates  were  issued  by  the  land  department.   Subsequently,  in 
1968,  the  purchaser  asked  the  land  department  to  cancel  the  original  8  certificates 
and  reissue,  in  their  place,  32  certificates  for  10  acre  tracts.   These  transactions 
consumed  a  great  deal  of  time — over  51  hours  for  the  land  department  clerk  alone, 
and  consequently,  was  costly  to  the  state. 

The  present  policy  could  result  in  an  undesirable  situation  for  the  state 
wherein  land  speculators  could  purchase  state  land  under  one  certificate,  divide 
the  tract  into  smaller  tracts,  and  request  new  certificates  for  each  of  the  smaller 
tracts.   Upon  accomplishing  this,  the  purchaser  would  tlien  be  in  a  position  to 
retain  and  use  the  most  desirable  tracts.  Leaving  the  undesir.ibLe  LracLs  Lo  ri'vert 
to  tlie  state  through  dofauLt  on  tlie  indivLihial  cer  L  i  i  ica  Les . 
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We  believe  the  land  department  should  formulate  and  establish  a  firm  policy 
with  respect  to  the  issuance  of  certificates  of  purchase  so  as  to  preclude  the 
occurrence  of  situations  such  as  those  described  above. 

Hk:COMME!\!PATION 

We  rcaommend  that   the   land  department  formulate  a  written  poliay  with 
respect   to  the  issuance  of  certificates  of  purchase  and  that  such  a 
policy  be  effectively  designed  and  implemented  to  protect   the  best 
interests  of  the  state. 

Collections  Under  Certificates  of  Purchase 

Payments  received  by  the  land  department  under  certificates  of  purchase  are 
posted  to  the  original  copy  of  the  certificate  by  the  cashier's  office  after  being 
identified  and  receipted  for  by  that  office.   The  department's  bookkeeper  also 
maintains  an  individual  card  file  on  all  certificates  to  which  she  also  posts  the 
payments  received.   This  is  an  unnecessary  duplication  of  effort. 

RECOMMENDATION 

We  recommend  that  the  custody  of  certificates  of  purchase  be   transferred 
to  the  bookkeeper,   and  that  the  bookkeeper  post  payments  to  the 
certificates  in   lieu  of  posting  to  the  individual  card  file. 

Extension  of  Time  for  Installment  Payments 

Occasionally  the  land  department  grants  extensions  of  time  for  installment 
payments  due  under  certificates  of  purchase,  where  circumstances  warrant  such 
action.   For  example,  extensions  of  six  months  and  30  days  were  granted  two 
purchasers  by  the  land  department,  however,  both  of  the  purchasers  managed  to 
meet  their  installment  payments  as  originally  scheduled. 

-12- 


In  the  past,  extensions  have  been  granted  by  both  the  cashier  and  contract 
clerk  under  oral  authority  previously  given  them  by  former  commissioners. 

We  believe  deferring  the  payment  of  amounts  legitimately  due  the  state  is 
a  matter  requiring  specific  guidance  and  control. 

RECOMMENDATION 

We  vecommend  that   the    land  board: 

1.  Establish  specific  written  (juldelines  outlinlnrj   the  cl/'cmm; lances 
under  which  extensions  of  instal  Iment  payments  will  be  (jranted. 

2.  Formally  delegate   the  responsibility  of  evaluating  and  gra>iting 
extensions   to  individuals  other  than  the  cashier,    or  other 
individuals  responsible  for   the  handling  of  cash. 

Timeliness  of  Default  Notices 

Section  81-924,  R.C.M.  1947,  provides  that  a  purchaser  of  state  lands  under 
a  certificate  of  purchase  will  be  given  a  grace  period  of  30  days  in  which  to 
make  payments  that  are  delinquent.   After  the  expiration  of  30  days,  the  certificate 
of  purchase  is  subject  to  cancellation,  according  to  law,  and  the  land  department 
is  then  required  to  send  the  purchaser  a  notice  of  default  and  pending  cancellation. 
If  after  60  days  from  the  date  of  default  notice,  the  delinquent  payments  plus 
penalty  interest  have  not  been  received,  the  certificate  of  purchase  automatically 
becomes  null  and  void  and  the  land  reverts  to  the  state. 

The  land  department  presently  sends  out  default  notices  on  delinquent  certif- 
icates of  purchase  on  an  annual  basis.   Consequently,  some  past  due  certificate 
payments  go  far  beyond  statutory  and  reasonable  limits  before  action  is  taken  b^ 
the  land  department. 
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RECOmENDATION 

Vie  recommend  that  certificate  of  purchase  records  be  reviewed  each 

month  and  that  notices  of  default  and  pending  cancellation  be 

mailed  in  accordance  with   the  pronisionr,   of  law. 

Penalty  Interest  Charges 

In  accordance  with  Section  81-923,  R.C.M.  1947,  certificates  of  purchase  for 
which  payments  are  delinquent  are  to  be  assessed  an  additional  interest  charge 
as  a  penalty  for  delinquency.   This  penalty  interest,  at  the  rate  of  6  percent 
per  annum,  is  to  be  calculated  from  the  date  due  until  the  date  of  actual  payment. 

We  observed  instances  where  penalty  interest  was  not  assessed  even  though 
certificate  payments  were  overdue  from  a  few  days  to  two  months.   Explanations 
offered  as  a  basis  for  not  assessing  the  penalties  required  by  law  included 
statements  to  the  effect  that  the  payments  had  never  been  late  before  and  that  the 
penalty  charge  was  too  insignificant  to  collect. 

We  are  unable  to  see  any  basis  in  law  under  which  the  assessment  of  penalty 
interest  is  an  optional  matter.   Insofar  as  the  law  is  concerned,  penalty  interest 
should  be  assessed  and  collected  on  all  delinquent  payments,  notwithstanding  the 
relative  significance  or  insignificance  of  the  amount,  or  the  historical  record 
of  payment,  especially  in  view  of  the  fact  that  extensions  can  be  granted  when 
warranted . 

RECOMMENDATION 

We  recommend  that  penalty  interest  he  assessed  and  collected  on 
delinquent  payments,    in  accordance  with  statute  provisions. 
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Cancellation  of  Certificates  of  Purchase  In  Default 

The  land  department  is  not  canceling  certificates  of  purchase  as  they  become 
delinquent,  as  prescribed  by  Section  81-924,  R.C.M.  1947.   The  explanations  pro- 
vided in  support  of  this  situation  are:   (1)   The  original  purchaser  of  land  for 
which  a  certificate  has  been  canceled  lias  the  privilege,  under  the  law  and  at  the 
discretion  of  the  land  board,  to  seek  reinstatement  of  the  certificate  for  a 
period  of  1  1/2  years  after  the  cancellation;  (2)   A  great  deal  of  paper  work  is 
involved  in  both  the  cancellation  and  reinstatement  of  certificates;  and  (3)   The 
land  board  has  historically  been  very  lenient  with  purchasers  when  it  comes  to 
reinstatement . 

Again,  we  are  unable  to  find  any  basis  in  law  for  the  action  taken  by  the 
land  department.   The  law  prescribes  cancellation  and  reinstatement  under  specific 
conditions  which  are  enumerated  in  the  law.   Insofar  as  the  quantity  of  paper 
work  is  concerned,  we  believe  the  land  department  should  explore  the  possibility 
of  assessing  a  fee  against  a  purchaser  seeking  reinstatement  of  a  canceled  certif- 
icate of  purchase  to  cover  the  processing  cost. 

RECOMMENDATION 

We  recommend  that: 

1.  The    land  department  enforce   the  provisions  of  Section  81-924, 
R.C.M.    1947,    relating  to  cancellation  of  certificates  of 
purchase  which  are  delinquent. 

2.  'I'ht'    land  department   explore    the  possihilil ij  of  assessing  a  fee 
as   (I  meunr.   of  nu^tyocri  mj    I  he   coslr.   ar.::t'i'i',i  I  r,l  i,v' I  h   ■■aiii-i '  /  /,il  /'•  hi 
arid  reins Late.ment   of  canreh'd  ccr'ii fii^alcr.. 
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■'•;.  'I'hc    land  hoard  PstahlirAi  wrfttftn  policy  gooerning   the  aondi tions 
under'  h^hich   yrinstcitemcnL   of  canceled  cer'i  Ij'iaaLes  of  purelun-e 
uill  he   aonnideved. 

INVESTMENTS 

Initially  the  land  board  was  the  sole  state  agency  responsible  for  long  term 
investments  because  the  only  sizeable  inactive  funds  in  the  state  treasury  arose 
from  land  grants  for  which  the  land  board  was  overseer.   As  other  agencies  and 
departments  were  created  and  it  became  apparent  that  other  idle  moneys  could  be 
earning  interest  income,  the  Legislative  Assembly  delegated  general  powers  to 
numerous  agencies  and  departments  to  invest  certain  funds  under  their  control. 
Numerous   changes  in  law  and  constitutional  provisions  were  made  between  1915  and 
1953  whicli,  in  some  instances,  further  decentralized  investment  authority  within 
the  state  while  in  other  instances  tended  to  centralize  the  investment  function. 

In  1924,  18  sections  were  added  to  the  Montana  Constitution  as  Article  XXI, 
creating  the  Montana  Trust  and  Legacy  Fund,  and  establishing  a  unified  system  for 
the  investment  of  permanent  funds.   In  1929,  the  legislature  approved  an  act 
establishing  the  "Unified  Investment  Plan,"  which  governed  the  investment  of  the 
Trust  and  Legacy  Fund,  permitted  other  state  agencies  to  voluntarily  use  the 
services  of  the  land  board  as  an  investing  agency,  and  which  provided  that  all 
funds  under  die  plan  were  to  be  administered  as  one  common  fund  for  investment 
purposes . 

In  1953,  the  Commission  on  Reorganization  of  State  Government  proposed  to 
the  legislature  that  all  state  moneys,  including  those  held  by  retirement  svstems 
and  the  state  treasurer,  be  invested  by  the  land  board  under  the  "Unified 
Investment  Plan."   In  making  this  proposal,  the  commission  expressed  hope  that 
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the  plan  would: 

1.  Eliminate  duplication  of  offices  and  personnel. 

2.  Provide  better  overall  administration  and  tend  to  greater  economy 
in  operations. 

3.  Make  it  possible  to  provide  at  a  minimum  of  cost  an  adequate  investments 
staff  with  proper  technical  advice,  market  data,  and  financial  services. 

4.  Make  possible  the  pooling  of  small  funds  so  as  to  secure  better  investments 
and  the  transferring  of  a  security  from  one  fund  to  another,  resulting 

in  greater  stability  and  making  it  possible  to  invest  closer  to  the 
total  amount  of  money  available. 
Responding  to  the  recommendations  made  by  the  commission,  the  legislature 
enacted  Chapter  176,  Laws  of  1953  (Title  79,  Chapter  12,  R.C.M.  1947)  which 
amended  the  original  unified  investments  plan  into  substantially  its  present  form. 

The  unified  investments  plan  places  three  categories  of  investment  funds 
under  the  exclusive  control  of  the  land  board,  as  follows: 

1.  The  Montana  Trust  and  Legacy  Fund  which  consists  of  the  permanent  school 
fund  and  other  more  minor  permanent  funds. 

2.  The  Long  Term  Investment  Fund  consisting  of,  with  certain  limitations, 
the  various  retirement  funds  of  the  state  and  certain  other  funds 
designated  by  statute. 

3.  The  Short  Term  Investment  Fund  consisting  of  surplus  treasury  cash. 
Sinking  Fund  moneys,  and  other  specified  funds  including  when  requested 
the  funds  in  the  custody  of  cities,  counties,  and  school  districts 
within  the  state. 
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In  summary,  the  Constitution  and  law  provide,  in  effect,  that  the  land  board 
is  the  focal  point  for  all  investment  activity  within  the  state,  and  as  a  result 
the  land  board  is  charged  with  the  investment  of  all  investable  funds  under  the 
administration  of  all  state  agencies. 
Diffused  Investment  Functions 

The  Legislative  Council  in  its  December  1964  report  on  the  investment  of 
public  funds,  concluded  that  "the  Unified  Investments  Plan  has  proven  ineffective; 
it  has  resulted  only  in  an  undesirable  diffusion  of  responsibility  (and)  that 
the  investment  of  public  funds  continues  substantially  as  it  has  for  the  past 
two  or  three  decades  ..."   According  to  the  Legislative  Council,  the  land 
board,  which  is  vested  with  the  legal  responsibility  for  supervising  investments, 
"has  abdicated  its  last  shred  of  authority  under  the  unified  plan."   As  a  result, 
each  agency  invests  as  it  pleases,  securing  the  "rubber  stamp"  approval  of  the 
land  board. 

Our  examination  generally  confirmed  the  council's  conclusions.   We  found  for 
example  that  nearly  every  agency  having  investable  funds  was  carrying  out  its  own 
investment  program.   In  most  instances,  the  agencies  sought  after  the  fact  or 
"rubber  stamp"  approval  from  the  land  department  after  the  purchase  or  sale 
transaction  had  taken  place.   In  other  instances,  however,  some  agencies  secure 
the  "rubber  stamp"  of  approval  prior  to  making  a  purchase  or  sale.   The  end  result 
is  that  the  majority  of  investment  transactions  never  pass  within  purview  of  the 
land  board  or  land  department.   For  example,  during  the  1968-69  fiscal  year, 
investments  including  exchanges  of  $149,000,000  were  made  by  various  state  agencies, 
however,  only  25  percent  or  $37,000,000,  was  formally  approved  by  the  land  board. 
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Section  79-1202,  R.C.M.  1947,  providt's  that  the  land  board: 

"...  is  authorized  and  required  to  invest  in  the  long  term 
investment  fund  .  .  .  moneys  administered  by  the  Public 
Employees  Retirement  Board;  moneys  administered  by  the 
Industrial  Accident  Board;  all  moneys  subject  to  investment 
as  designated  by  the  Teachers  Retirement  iioard  .  .  .  and 
ail  other  moneys  designated  by  statute." 
and  that  the  land  board  is  also 

"...  authorized  and  required  to  invest  in  the  short  term 
investment  fund  any  surplus  cash  in  the  Office  of  the  State 
Treasurer;  any  money  in  the  Sinking  Fund  .  .  .  and  other  moneys 
designated  by  statute  to  be  so  invested  (as  well  as)  any  moneys 
in  the  custody  of  any  officer  or  officers  of  the  state  .  .  ." 
In  view  of  the  above  provisions  of  law,  there  is  no  question,  in  our  opinion, 
that  the  land  board  was  intended  to  be  the  sole  investor  of  state  funds.   This 
position  is  further  substantiated  by  the  fact  that  Section  79-1203,  R.C.M.  1947, 
provides,  in  part,  that 

"...  any  department  of  the  government  .  .  .,  state  board,  commission, 
bureau,  institution,  office  or  officer,  which  lias  under  its  or  his 
administration  any  moneys  subject  to  investment,  must  have  such  moneys 
or  any  part  thereof  subject  to  investment,  invested  by  the  State  Board 
of  Land  Commissioners  as  part  of  the  Montana  Trust  and  Legacy  Fund,  the 
long  term  investment  fund,  or  the  short  term  investment  fund  .  .  .'' 
Irrespective  of  the  requirements  of  law  and  the  Legislative  Council  report,  various 
state  agencies  continue  to  carry  out  tlieir  own  Investment  programs.   For  example, 
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the  State  Treasurer's  Office  makes  investments  of  the  surplus  treasury  cash 
without  consulting  the  land  department.   When  questioned  about  this,  treasury 
officials  advised  us  that  in  about  May  1955,  the  land  board.  Board  of  Examiners, 
and  the  State  Depository  Board  delegated  the  authority  to  invest  surplus  treasury 
cash  to  the  state  treasurer.   We  were  unable  to  locate  any  written  evidence, 
however,  to  support  that  such  a  delegation  had  been  made. 

Both  the  Industrial  Accident  Board  and  the  Public  Employees  Retirement  Board 
make  and  manage  their  own  investments  and,  subsequent  to  the  investment  transactions, 
request  the  approval  of  the  land  board.   Such  approval  has  always  been  granted  by 
the  land  board,  hence,  the  "rubber  stamp"  function  cited  by  the  Legislative  Council. 

The  Teachers  Retirement  Board  also  invests  its  own  funds  and  manages  its  own 
investments.   However,  the  Teachers  Retirement  Board  makes  no  attempt  to  seek 
even  the  "rubber  stamp"  approval  of  the  land  board. 

We  found  that  for  the  most  part,  the  aforementioned  agencies  justified  their 
investment  functions  to  us  on  the  basis  of  their  own  interpretation  of  the  unified 
investment  laws.   For  example,  the  Teachers  Retirement  Board  advised  us  that  their 
basic  authority  was  found  in  Section  79-1202,  R.C.M.  1947,  which  provides  that 
the  land  board  "...  is  authorized  and  required  to  invest  ...  all  moneys 
subject  to  investment  as  designated  by  the  Teachers  Retirement  Board." 

In  our  opinion,  the  reasons  and  authority  cited  by  the  various  agencies 
currently  managing  their  own  investment  functions  are  not  supported  by  law.   We 
believe  that  the  unified  investments  plan  was  conceived  and  enacted  as  a  means  of 
achieving  the  expressed  hope  of  the  1953  Commission  on  Reorganization  of  State 
Government,  i.e.,  eliminate  duplication,  improve  administration  and  economy,  provide 
centralized  investment  services,  and  maximize  investment  of  state  funds.   Under 
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present  circumstances,  we  question  whether  any  of  the  original  objectives  are 
being  attained, 

Rt:COMMt:NMTWN 

We  have  deferred  making  a  reaommendai  ion  on    this  aspect  at    this  point, 

but  have  incorporated  it  in   the  recommendations  addressed  to   the 

following  point. 

Lack  of  Investment  Expertise 

In  their  1964  report,  the  Legislative  Council  concluded  "...  that  the  lack 
of  full-time  qualified  investments  personnel  is  the  major  deficiency  of  the  state's 
investment  program."   The  council  stated  that  the  present  system  of  independent 
investment  programs  force  the  administrators  of  the  respective  agencies,  whose 
primary  functions  lie  elsewhere,  to  develop  some  degree  of  proficiency  in  the  field 
of  investments.   Our  examination  generally  confirmed  the  comments  made  by  tlie 
Legislative  Council.   As  a  result,  talented  administrators  who  were  primarily 
hired  to  serve  in  the  capacity  of  an  administrator  of  a  retirement  system,  an 
industrial  insurance  system,  or  as  an  accountant  are  also  burdened  with  a  task 
which,  in  our  opinion,  is  a  specialized  and  highly  technical  function  in  itself. 
The  same  statement  applies  to  the  land  department,  notwithstanding  the  requirements 
of  law.   The  land  department  itself  regards  as  its  primary  job,  the  management  of 
over  five  million  acres  of  state  lands.   This  represents  quite  an  undertaking 
wlien  tlie  least-,  sale,  and  other  aspects  of  J.iiid  man.iKemeiit  are  considered  in 
addition  Lo  Llie  increasingly  iiii])ortanL  eeo  I  eg  i  e.i  1  cons  i  iUt.i  L  i  ons  assec  i  .1 1  cd  willi 
state  lands. 
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Inadequate  as  the  present  situation  may  appear,  we  believe  that  state  agencies 
will  find  themselves  responsible  for  increasing  sums  of  money,  and  the  proper 
management  of  state  lands  will  become  more  and  more  important.   Thus,  there  appears 
to  be  no  question,  in  our  view,  that  specialized  investment  talent  is  necessary 
if  the  state  is  to  make  maximum  use  of  its  cash  resources.   We  further  believe 
that  a  centralized  investment  function,  as  intended  and  provided  for  under  the 
present  unified  investment  plan,  would  be  in  the  best  interests  of  the  state  and 
would  achieve  the  original  hope  of  the  1953  reorganization  commission. 

In  our  opinion,  these  objectives  could  be  achieved  within  the  present  frame- 
work of  law.   We  believe  joint  administrative  action  could  be  taken  to  devise  and 
organize,  either  within  or  outside  of  the  land  department,  an  investment  council 
consisting  of  a  permanent  professional  and  technical  staff  as  well  as  representatives 
from  each  of  the  participating  agencies.   Policy  and  general  control  of  the  council 
should  be  vested  in  the  hands  of  the  agency  representatives,  however,  responsibility 
for  the  purchasing  and  selling  decisions  should  remain  with  the  professional  staff. 
In  this  regard,  the  land  board  presently  has  the  authority  under  Section  79-1202, 
R.C.M.  1947,  to  "  .  .  .  employ,  for  the  purpose  of  securing  advice  on  retention, 
sale  or  purchase  of  securities,  an  expert  on  financial  matters  who  has  had  a 
minimum  of  ten  (10)  years  experience  in  the  investment  field." 

We  believe  the  establishment  of  a  function  such  as  described  above  is 
inevitable.   We  further  believe  it  can  be  accomplished  within  the  present  statutory 
authority  of  the  land  board,  as  well  as  the  responsibilities  of  the  State  Department 
of  Administration  to  develop  plans  for  improvements  and  economics  in  the  organi- 
zation and  operation  of  state  agencies,  pursuant  to  Section  82-110,  R.C.M.  1947. 
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RECOMMENDATION 

We  recommend  Uiat  the    land  board  and  State  Department  of  Administration 
cooperate  in  taking  whatever  administrative  action  necessary   to  design 
and  implement  a  centralized  investment  function  headed  hy  an  expert 
in  the  investment  field  to  achieve   the   intent  of  the  unified  investments 
plan. 

Investment  Register 

The  current  investment  register  maintained  by  the  land  department  for  the 
Montana  Trust  and  Legacy  Fund  shows  only  piecemeal  information  with  respect  to 
the  investments  therein.   This  information  varies  from  page  to  page  with  no 
uniformity.   Some  pages  show  skeletal  data  such  as  the  type  of  security  and 
respective  interest  rate,  while  other  pages  include  that  data  plus  additional 
information  such  as  the  number  and  face  value  of  the  securities  constituting 
each  purchase,  the  date  of  purchase,  and  the  individual  serial  numbers  of  each 
security.   We  believe  that  detailed  information  on  each  investment  would  facilitate 
control  of  individual  securities  and  the  relating  of  interest  received  to  the 
appropriate  investments. 

RECOMMENDATION 

We  recommend  that  the   investment  register  he  updated  to  uniformly 
include  all  pertinent  data  on  securities  so  as    to  facilitate 
proper  control  of  investments  and  allocation  of  interest  income. 

Timeliness  of  Investments 

Sound  fiscal  policy  dictates  that  investments  be  made  as  soon  as  possilile 
when  moneys  become  available  for  investment. 
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Current  land  board  regulations  require  that  two  members  of  the  land  board 
must  sign  "an  order  on  the  state  auditor  to  draw  a  warrant"  before  a  warrant 
can  bi'  obtained  and  an  investment  transaction  consummated.   Tiiis  procedure 
sometimes  Lakes  two  or  three  days,  and  as  a  result  the  investment  period  is 
reduced  as  are  the  investment  earnings.   When  dealing  in  the  millions  of  dollars, 
a  couple  of  days  in  lost  interest  earnings  can  be  costly. 

RECOMMENDATION 

We  recommend  that   the    land  board  revise  its  present  regulations  so 
as  to  insure  expeditious  investment  of  available  funds. 

Exchange  of  Investments 

Frequently  when  an  investment  matures,  the  land  department  and  other  agencies 
exchange  the  matured  investment  for  new  securities.   These  exchanges  are  not 
recorded  as  a  redemption  and  purchase  of  securities  on  either  tlie  respective 
agency  records  or  the  state  controller's  records,  however,  the  state  treasurer 
does  maintain  a  memorandum  record  of  the  exchange.   As  a  result  of  this  procedure, 
the  activity  of  investment  transaction — redemptions  and  purchases — is  understated 
on  the  agency  records  and  financial  reports  as  well  as  the  controller's  records 
and  reports.   Exchanges  of  securities  by  all  agencies  that  were  not  recorded  on 
the  controller's  records  during  1968-69  amounted  to  $13,900,000. 

RECOMMENDATION 

We  rcaommend  that: 

I.      Investing  agencies  show  exchanges  of  investments  in   their 
records  and  reports  as  redemptions  and  purchases. 
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2.      The  state  controller  implement  procedures   to  insure   that 
all   investment   transactions  are  recorded  in  his  records 
and  reports. 

Valuation  of  Investments 

We  found  that  the  method  of  valuating  and  recording  Investments  differed 
between  the  investing  agencies.   For  example,  the  land  department  records  and 
accounts  for  all  investments  at  par  value  while  the  Industrial  Accident  Board 
utilizes  two  methods,  namely  par  value  and  cost.   In  contrast,  the  Teachers 
Retirement  Board  records  its  investments  at  cost,  par  or  face  value,  and  accounts 
for  them  at  book  value,  i.e.,  par  value  taking  into  consideration  the  amortization 
of  premium  or  discount  incurred  in  acquiring  the  investments.   The  Public  Employees 
Retirement  Board,  however,  uses  a  combination  of  book  value,  par  or  face  value, 
and  cost  in  recording  and  accounting  for  their  investments.   Notwithstanding  the 
practices  of  the  investing  agencies,  investments  made  by  the  agencies  are  sliown 
on  the  state  treasurer  and  controller's  records  at  par  value.   As  a  result,  it 
is  difficult,  if  not  impossible,  to  get  an  accurate  picture  of  just  how  much  cash 
is  invested  because  of  the  various  methods  being  employed  by  the  state  agencies, 
treasurer,  and  controller. 

It  is  basic  that  a  uniform  system  of  valuing  and  recording  Investments  be 
used  if  the  records  and  financial  statements  of  the  agencies  and  eventually  the 
state,  are  to  be  accurate  and  meaningful.   In  this  regard,  we  believe  that 
investments  should  be  recorded  In  the  records  at  par  witli  the  related  preiiiLum  or 
dlscouiU  amortized  using  an  acceptable  method,  and  Lh.iL  investments  shoiilil  hi' 
presented  at  book  value  in  financial  statements,  wiLu  a  jiarenthe t ica J  rolorencc 
to  market  value,  if  book  value  and  market  value  significantly  differ  at  the  report 
date. 
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HKCOMMKNDATION 

We  rcconiniend  iJiat    Lha  state  controller  pvesaribe  generally  accepted  and 
uniform  methods  of  accounting  for  all   investments  of  state  funds. 

Amortization  of  Premium  and  Discount 

The  amount  paid  in  excess  of  par  value  for  an  investment  is  generally  termed 
a  premium,  while  amounts  under  par  value  are  considered  to  be  a  discount.   There 
are  generally  three  methods  used  to  account  for  investment  premiums  and  discounts. 
These  are:   (1)  no  amortization,  (2)  straight  J ine  amortization,  and  (3)  the 
scientific  method  of  amortization. 

Amortization  is  a  method  of  gradually  reducing,  liquidating,  or  "writing  off" 
a  balance  over  a  specified  period  of  time.   In  the  case  of  investments,  this 
period  is  usually  the  life  of  the  investment,  and  the  balance  amortized  is  the 
premium  or  discount. 

It  is  generally  recognized  in  accounting  and  investment  circles  that  a 
practice  of  no  amortization  distorts  investment  balances  as  well  as  the  revenue 
received  from  investments.   The  straight  line  method,  although  acceptable,  is 
not  the  most  accurate  method. 

The  most  acceptable  method  of  amortizing  investment  premiums  or  discounts  is 
the  scientific  or  effective  yield  rate  method.   Under  this  procedure,  an  effective 
yield  rate  is  calculated  using  a  formula  which  incorporates  the  actual  price  paid 
for  an  investment,  the  coupon  rate,  the  maturity  date,  and  the  interest  period. 
This  rate  is  then  used  to  periodically  amortize  the  premium  or  discount,  resulting 
in  a  fair  presentation  of  an  investment  for  financial  report  purposes,  as  well  as 
a  proper  reflection  of  the  return  realized  on  the  investment. 

At  the  present  time,  none  of  the  agencies  making  investments  utilize  the 
scientific  metliod  of  amortizing  premium  and  discounts.   I'he  State  Treasurer's 
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Office,  land  department,  and  Industrial  Accident  Board  practice  a  policy  of  no 
amortization,  while  the  Teachers  Retirement  Board  and  Public  Employees  Retirement 
Board  practice  a  form  of  straight  line  amortization. 

In  our  opinion,  the  scientific  method  is  the  most  accurate  and  appropriate 
method  of  amortizing  investment  premiums  and  discounts  and  accordingly  is  the 
most  suitable  method  for  use  by  state  agencies. 

RECOMMEWATION 

We  recommend  that  the  state  oontroller  prescribe  procedures  and  instruct 

investing  agencies  in  the  use  of  a  uniform  acceptable  method  of  a/nortizing 

investment  premiums  and  discounts. 

Investment  Custodian 

Section  81-1008,  R.C.M.  1947,  provides  in  essence,  that  the  state  treasurer 
should  be  the  custodian  of  all  investments  and  that  securities  which  the  state 
holds  as  investments  "...  shall  be  deemed  payable  to  the  Office  of  the  State 
Treasurer ." 

Many  of  the  securities  received  by  the  state  treasurer,  as  custodian  reflect 
a  variety  of  payee  designations.   We  found,  for  example,  that  inscriptions  on  the 
securities  varied  from  "State  Treasurer,  Treasurer,  Treasurer  of  the  State  of 
Montana,"  to  "Trustee  of  the  Montana  Trust  and  Legacy  Fund  as  created  under 
Section  5  of  Article  XXI  of  its  constitution."   Also  in  many  instances,  securities 
in  the  treasurer's  custody  were  not  payable  to  the  treasurer,  but  ratlier   were 
payable  to  some  other  agency  such  as  the  Teachers  Retirement  Board,  Public  Employees 
Retirement  Board,  or  Industrial  Accident  Board. 
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We  found  also  many  instances  where,  in  lieu  of  the  actual  security,  the 
treasurer  was  holding  a  receipt  issued  by  a  broker,  bank,  or  someone  else  as 
evidence  of  the  fact  that  they  are  holding  a  security  in  safekeeping  for  the 
state. 

We  believe  that  investments  made  by  various  state  agencies  should  be 
exocnteJ  in  the  manner  prescribed  by  Jaw  so  as  to  provide  uniformity  in  lorm 
and  compJ iance  wiLh  the  law.   We  are  not  certain,  however,  LliaL  the  holding  of 
safekeeping  receipts  in  lieu  of  actual  securities  is  improper  even  tliough  the 
law  prescribes  that  the  treasurer  is  to  be  the  custodian  of  all  securities. 
In  certain  instances,  we  believe  this  may  be  impractical,  especially  where 
extremely  short  term  investments  are  concerned. 

RECOmENDATION 

We  recommend  that   the   land  department  and  state  controller: 

1.  Consult  with   the  state   treasurer  to  ascertain  the  most 
acceptable  form  or  forms  of  designations  pursuant   to  Section 
81-1008,    H.C.M.    1947. 

2.  Prescribe   the  designation  to  be  used  on  all  of  the   investments 
made  by  all  state  agencies. 

2.  Evaluate,  determine,  and  prescribe  the  conditions  and/or 
circumstances  under  which  state  custody  of  a  safekeeping 
receipt  in   lieu  of  a  security  will  be  accepted. 

GENERAL  FIXED  ASSETS 

The  land  department  has  not  adequately  accounted  for  fixed  assets  under 
its  contn-il.   Control  accounts  for  fixed  assets,  other  than  land,  have  not  been 
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maintained.   Subsidiary  detail  records  have  not  been  maintained,  assets  have  not 
been  properly  valued,  periodic  physical  inventories  have  not  been  taken,  and 
additions  and  deletions  have  not  been  properly  recognized.   I'.quipment  items  are 
not  adequately  marked  or  controlled.   In  short,  there  is  no  system  of  accounting 
for  or  reporting  general  fixed  assets. 

The  state  controller  recently  published  Management  Memorandum  No.  70-10 
which  includes  some  instructions  for  accounting  for  fixed  assets.   These  instructions 
should  serve  as  a  start  for  the  land  department  to  implement  adequate  controls  over 
its  fixed  assets. 

RECOMMENDATIOfl 

Vie  recommend  that   the   land  department: 

1.  Take  a  complete  physical   inventory  of  its  fixed  assets,    assign 
identification  numbers   to  all   equipment  items,    and  attach  identi- 
fication stickers  or  tags. 

2.  Establish  a  value    (actual  cost,    if  possible)   for  each  item. 

Z.      Establish  general    ledger  control  accounts  for  fixed  assets  with 
a  supporting  detail   ledger  in  which  an  individual  recording 
of  each  fixed  asset  is  made. 

4.  Record  future  additions  and  deletions  on   the  basis  of  cost,    and 
adjust   the  accounts  accordingly. 

5.  Take  a  physical  inventory  of  fixed  assets  annually  and  adjust 
the  records  accordingly . 

6.  Prepare  and  include  a  statement  of  changes  in  fixed  assets  with 
the  annual   financial  reports. 

7 .  Account  for  and  report  fixed  asr.eir,   by   soun-c  i>f  finmh-ing. 
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RECORDS  MANAGEMENT 
Inadequacy  of  Safe 

The  land  department  has  a  large  walkin  safe  which  is  utilized  for  the  storage 
of  accounting  records,  land  patents,  titles  to  land,  lease  records,  undeposited 
checks,  minutes  of  land  board  meeting,  and  numerous  other  irreplaceable  records. 
Located  at  the  rear  of  the  vault  are  two  large  windows  which  are  on  the  ground 
floor  of  the  Capitol.   These  windows  have  no  bars  on  them  but  are  protected  during 
non-business  hours  by  large  metal  curtains.   Although  these  curtains  are  closed 
during  non-business  periods,  they  remain  open  during  business  hours  and  frequently 
the  windows  are  also  open  for  ventilation  purposes.   During  these  periods,  we 
believe  individuals  could  enter  the  vault  from  the  outside  and  remove  documents 
without  being  noticed  by  land  department  personnel.   As  a  result,  irreplaceable 
state  records  could  be  lost. 

RECOMMENDATION 

We  recommend  that   the    land  department   install  bars,    wire  mesh  screens, 

or  similar  security  devices   to  preclude  unauthorized  entry  into   the 

vault  during  business  hours. 

Payment  Document  Filing  System 

Claims  for  payment  of  goods  and  services  received  by  the  land  department  and 
supporting  documents  are  presently  being  filed  in  alphabetical  order  by  vendor, 
in  a  portable  file  or"tub."   Filing  claim  documents  in  this  manner,  as  opposed 
to  numerical  order,  makes  it  difficult  to  locate  claims  after  they  have  been 
filed  and  impairs  the  determination,  evaluation,  or  other  analysis  of  claims 
issued  during  any  given  period. 
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We  believe  that  the  filing  of  claims  and  supporting  documents  by  claim 
number  would  facilitate  subsequent  researching  of  claims  and  would  provide  a 
more  convenient  means  of  filing.   If  a  vendor  file  is  desirable,  liowever ,  a 
second  copy  of  claim  documents  or  cross-referencing  register  could  be  used  to 
provide  vendor  data. 

RECOMMEWATION 

We  recommend  that  all  claims  and  supporting  documents  be  filed  in 
numerical  order  in  a  more  secure  and  permanent  file  cabinet. 

Storage  and  Retention  of  Records 

During  the  course  of  our  examination,  we  noted  that  voluminous  old  and 
current  records  are  being  held  by  the  land  department  in  the  office  safe  and  in 
the  vault  in  the  basement  of  the  Capitol.   The  land  department  has  not  established 
any  form  of  a  records  management  program  to  provide  for  the  microfilming,  retention, 
storage,  and  disposal  of  records.   Although  the  land  department  has  destroyed 
some  records,  there  is  no  systematic  plan.   As  a  result,  irreplaceable  and  routine 
records  continue  to  accumulate. 

We  believe  the  time  has  come  for  the  land  department  and  the  state  to  recognize 
the  real  cost  resulting  from  the  absence  of  an  effective  records  management  program. 
This  cost  is  represented  by  the  use  of  high-cost  office  space  or  potential  office 
space  for  the  storage  of  idle  records  as  well  as  the  physical  handling  and  rehandling 
of  bulky  and  voluminous  cartons  of  records.   We  believe  that  if  positive  measures 
are  not  taken  soon,  the  actual  cost  of  storing  and  handling  records  In  the  land 
department  and  throughout  the  state  will  soon  exceed,  if  it  hasn't  already,  tlie 
potential  cost  of  a  formal  records  management  program  consisting  of  uniform  records 
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retirement  criteria,  microfilming,  storage,  and  destruction.   In  this  regard,  we 
believe  there  are  numerous  precedent  and  plans  available  to  the  state  such  as  the 
Federal  General  Services  Administration  and  other  states. 

RECOMMENDATION 

We  recommend  that: 

1.  The   land  department  confer  with  the  state  controller  to  establish 
a  positive  program  for  the  microfilming  and  retirement  of  agency 
records . 

2.  The  state  controller  undertake  the  design  and  implementation  of  a 
formal  state-wide  records  management  program  providing  uniform 
criteria  for  the  efficient  creation,   utilization,   maintenance, 
retention,   preservation,   and  disposal  of  state  records  as  provided 
for  in  Section  82-3311,    R.C.M.    1947. 

RESOURCE  DEVELOPMENT  DIVISION  ACTIVITIES 

The  resource  development  division  of  the  land  department  was  created  by 
statute  and  commenced  operation  in  October  1967.   Its  primary  purposes  are  to 
develop  state  lands  and  increase  the  revenue  derived  from  state  lands  for  the 
further  support  of  the  common  school  permanent  fund  and  certain  institutions  and 
trusts.   Its  operations  are  financed  by  the  appropriation  of  a  specif^ied  per- 
centage of  all  the  revenues  received  by  the  state  from  the  use  of  state  lands  by 
others.   This  money  is  deposited  in  an  Earmarked  Revenue  Fund  account  from  which 
appropriations  are  made  for  land  development  by  the  Legislative  Assembly. 

Recognizing  that  the  resource  development  function  is  relatively  new  and 
tliat  accounting  and  other  management  control  systems  are  still  being  formulated, 
we  observed  several  areas  where  improvemtnits  and  clianges  are  warranted. 
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Supervision  and  Control  of  Projects 

We  found  that  there  was  no  formalized  system  of  records  and  supervision^ 
to  control  projects  undertaken  by  the  resource  development  division.   Projects 
undertaken  generally  involve  work  envisioned  and  specified  by  the  resource 
development  division,  or  others,  upon  which  the  state  division  of  architecture 
and  engineering  establishes  formal  contract  specifications  and  awards  a  contract. 
For  example,  one  contract  was  awarded  for  a  river  conservation  project.   The 
project  was  devised  by  the  resource  development  division  and  forwarded  to  the 
division  of  architecture  and  engineering  where  the  contract  specifications  were 
established  and  a  contract  issued.   Since  it  was  originally  estimated  that  the 
project  would  cost  about  $17,640,  the  contract  was  awarded  for  that  amount.   Upon 
completion  of  the  work,  however,  the  contractor  submitted  a  bill  for  $28,614  for 
which  an  eventual  settlement  of  $26,739  was  made,  representing  about  a  52  percent 
cost  overrun.   With  respect  to  this  project,  we  were  unable  to  find  any  evidence 
of  a  contract  change  order,  or  similar  action  authorizing  an  increase  in  the 
scope  of  work,  nor  were  we  able  to  ascertain  the  basic  reasons  for  the  increased 
cost.   In  addition,  we  were  also  unable  to  find  any  indication  that  the  project 
was  periodically  inspected  or  supervised  by  state  personnel  nor  is  it  clear  the 
extent  to  which  the  resource  development  division  and  the  division  of  architecture 
and  engineering  shared  this  responsibility.   In  short,  there  has  been  very  little 
state  accounting  or  engineering  control  over  resource  development  contracts,  once 
the  initial  contract  has  been  awarded. 

We  believe  that  the  state  should  exercise  control  over  projects  of  this  type 
through  the  use  of  realistic  cost  estimates,  documented  change  orders,  and 
written  agreements  specifying  who  is  responsible  for  designing,  controlling,  and 
inspecting  the  work,  making  contract  payments,  and  accounting  for  the  project  costs. 
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RECOMMENDATION 

We  recommend  that  the   land  department: 

1.  Confer  with  officials  of  the  State  Department  of  Administration 
and  other  state  agencies  as  necessary,    to  determine   the  needed 
written  ground  rules  and  procedures  for  the  accounting  and 
engineering  control  of  resource  development  projects. 

2.  Design  and  utilize  standardized  accounting  and  engineering 
forms  for  use  by   the  resource  development  division. 

2.  Establish  detailed  cost  accounting  records  to  properly  account 
for  and.  reflect  the  costs  associated  with  resource  development 
projects. 

Resource  Development  Subsidiary  Ledger 

The  land  department  maintains  a  subsidiary  ledger  which  reflects  the  balance 
In  the  resource  development  account.   This  ledger  Is  comprised  of  sub-accounts 
for  each  of  the  original  land  grants  which  generated  the  funds  which  were 
transferred  to  the  resource  development  account  from  the  Trust  and  Legacy  Income 
Fund.   This  Is  done  because  the  land  board  operates  the  resource  development 
division  under  self-imposed  rules  and  regulations  which  restrict  the  Improvements 
on  any  granted  land  to  the  extent  that  funds  are  available  In  the  resource 
development  account  from  each  respective  source.   To  accomplish  this,  the  land 
department  periodically  allocates  expenditures  from  the  resource  development 
account  to  the  various  sub-accounts  In  the  subsidiary  ledger. 

Our  examination  of  the  subsidiary  ledger  disclosfd  Lh.il  ihc  l),ilami's  in  llic- 
subsidiary  ledger  did  not  agree  with  the  balantt-  shown  in  1  lie  conliol  .uconnl. 
The  apparent  reason  for  the  imbalance  is  that  administrative  expenses  ol  the 
resource  development  division  are  not  periodically  and  routinely  allocated  and 
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posted  to  the  subsidiary  ledger.   Such  expenses  were  last  allocated  and  posted 
in  December  1968,  and  as  a  result,  the  control  and  subsidiary  ledger  balances 
differed  by  $37,191.   If  the  subsidiary  ledger  is  to  achieve  its  intended 
purpose  of  reflecting  accurate  balances  and  providing  fund  control,  expenditures 
should  be  periodically  and  routinely  allocated. 

We  also  found  that  the  resource  development  expenditures  reflected  in 
the  state  controller's  records  did  not  agree  with  the  balance  in  the  land 
department  records.  The  difference  of  $14,350  was  caused  by  the  failure  of 
tlie  land  department  to  post  a  journal  voucher  prepared  Lo  rectify  a  coding  error 
in  a  preceding  month.  Periodic  and  routine  reconciliations  should  be  made 
between  the  land  department  and  state  controller's  records  and  differences 
resolved . 

RECOMMENDATION 

We  reaommend  that-    the   land  department : 

1.  Allocate  and  post  expenditure  data   to  the  aaaounting  records  on 
a  routine  periodic  basis,    ideally,    each  month. 

2.  Reconcile   their  records  with  the  state  controller  on  a  monthly 
basis. 

PAYROLL  RECORDS  AND  PROCEDURES 

As  of  June  30,  1969,  the  staff  of  the  land  department  consisted  of  twenty- 
five  employees.   Twenty-one  of  these  employees  are  employed  on  a  full-time  basis, 
while  four  employees  are  employed  part-time.   All  land  department  employees  are 
paid  through  the  state  centralized  payroll  system  which  was  implemented  in  the 
land  department  on  September  1,  1968.   However,  our  examination  of  the  land 
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department's  present  payroll  function,  showed  a  number  of  areas  where  we  believe 
improvements  are  warranted. 

Distribution  of  Payroll  Warrants 

All  records  relating  to  the  payroll  function  of  the  land  depart„,e,u,  including 
the  time  and  attendance  records  are  maintained  by  the  bookkeeper  who  also  receives, 
controls,  and  distributes  tlie  salary  warrants.   To  provide  adequate  internal 
control,  salary  payments  should  be  controlled  and  distributed  by  someone  other 
that  the  person  responsible  for  the  preparation  of  the  time  and  attendance  reports. 

RECOMMEmATION 

We  veoommend  that   the  authority  and  responsibility  for   the  distribution 
of  salary  warrants  be  formally  delegated  to  someone  other   than   the 
bookkeeper  or  other  employee  who  may  become  responsible  for  payroll 
records . 

Attendance  and  Leave  Records 

Presently  attendance  and  use  of  leave  is  reported  under  a  system  in  which 
each  employee  keeps  his  own  record  of  time  worked  or  not  worked.   Monthly,  the 
employees  advise  the  bookkeeper  of  the  regular  and  overtime  worked,  as  well  as 
time  taken  off.   This  information  is  then  used  by  the  bookkeeper  as  a  means 
of  updating  her  time  and  leave  records,  and  as  the  basis  for  payroll  claims. 
The  attendance  and  leave  data  provided  by  the  employees  is  not  verified  or 
certified,  nor  has  a  uniform  or  prescribed  time  and  at  Lend.incr  form  bi'cu  devised. 

Time  and  attendance  records  are  tlie  basic  support  lor  computation  and 
payment  of  employee  salaries.   Likewise,  vacation,  sick  leave,  and  overtime  records 
are  necessary  to  control  the  accrual  and  use  of  leave,  provide  a  historical  record 
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of  employee  use  of  leave,  and  prevent  misumlersLanding  as  the  amount  of  leave 
available  at  any  given  time,  especially  in  instances  such  as  extended  illness. 

RECOMMENDATION 

We  ve.ootrmend  that   the   land  department: 

1.  Develop  a  uniform  form  or  format  for   the  reaordiruj  of  time  hiorked 
and  leave   taken  by  its  employees . 

2.  Require   that   the  form  be  completed  daily   in  ink,    signed  by   the 
employee,    and  approved  by   the  employee's  supervisor  prior  to 
preparation  of  payroll  claims. 

'6.      Formalize   the  payroll  duties   to  include: 

(a)  Maintaining  a  daily  register  or   log  of  the  whereabouts  of 
land  department  personnel. 

(b)  Examining  employee   time  and  attendance  reports  for  accuracy, 
validity,    and  supervisory  certification. 

(c)  Maintaining  the  official  historical  records  of  time  worked 
as  well  as  vacation,    sick   leave,   and  overtime  balances. 

(d)  Compiling   the  data  necessary  for  the  preparation  and 
submission  of  payroll  claims. 

Scheduling  of  Vacations 

Employees  in  the  land  department  use  vacation  leave  sporadically  during  the 
year  in  periods  ranging  from  an  hour  to  several  weeks  at  a  time.   In  most  instances, 
business  continues  as  usual  during  the  absence  of  employees  because  management  lias 
arranged  to  defer  or  reschedule  the  work  or  other  employees  have  been  temjiorarily 
assigned  to  fill  in  for  the  absent  employees. 
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We  observed  an  instance,  however,  where  a  land  department  employee  regularly 
took  from  one-half  day  to  three-day  periods  of  vacation  leave  throughout  the 
year.   During  these  unscheduled  periods  of  absence,  the  files  and  records  under 
the  employee's  custody  were  locked,  and  were  inaccessable   to  other  employees.   As 
a  result,  numerous  elements  of  daily  work  such  as  answering  correspondence,  identi- 
fication of  cash  receipts  for  deposit,  and  the  issuance  or  renewal  of  leases,  could 
not  be  accomplished,  but  rather  would  literally  "pile  up"  until  the  employee's 
return. 

We  believe  situations  such  as  this  are  usually  avoidable  if  eligible  employees 
are  encouraged  to  periodically  take  one  to  two  weeks  vacation  leave  each  year  and 
are  required  to  schedule  their  leave  in  advance  to  the  maximum  extent  possible. 
Practices  such  as  this  would  enable  management  to  expedite  or  defer  important  work, 
or  arrange  for  other  employees  to  temporarily  perform  absent  employees'  duties.   We 
believe  there  are  very  few  circumstances  which  would  justify  the  locking  up  of  state 
records  to  the  extent  that  routine  business  must  be  curtailed.   Insofar  as  we  are 
concerned,  agency  management  should  have  access  to  all  state  business  records, 
regardless  of  whether  subordinate  employees  are  absent  or  present. 

RECOMMENDATION 

We  reaommend  that   the    land  department : 

I.      Establish  a  written  policy  governing    the   use  of  vacation    leave   so 
as    Lo  provide  for  adcqualc  adnance   notice,    pynpre   r.nprroir.^ 'i-ij 
approval ,    and  optimum   timing   under  r-outinc  ci rcumr,tan<-rr.. 
;?.  Prohibit  employees  from   locking  up  routine  state  records  dur'ing 
periods  of  absence   to  the  extent   that   they  are   inaccessable   to 
management. 
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3.  Arrange  in  advance  for  routine  state  business  to  l>e  accelerated, 
deferred,  or  performed  by  other  employees  during  the  absence  of 
employees. 

APPROPRIATION  CONTROL 
Program  Accounting 

The  land  department  does  not  account  for  its  activities  in  a  manner  to 
accurately  relate  the  cost  of  Its  activities  with  programs  financed  from  different 
appropriations.   For  example,  in  June  1968,  the  land  department  purchased  an 
electronic  calculator  for  $1,395.   The  machine  was  purchased  from  the  resource 
development  earmarked  revenue  account.   We  found,  however,  that  the  machine  was 
primarily  acquired  for  use  by  the  land  department  during  gas  and  oil  lease  sales, 
and  not  resource  development  related  functions.   According  to  land  department 
personnel,  the  machine  was  acquired  because  it  offers  certain  advantages  which 
assist  in  the  efficient  conduct  of  lease  sales.   In  this  regard,  they  expressed 
the  opinion  that  the  cost  of  the  machine  is  more  than  offset  by  the  cost  of 
administrative  and  other  expenses  incurred  on  behalf  of  the  resource  development 
account.   The  officials  were  unable  to  demonstrate  that  this  was  true,  however, 
primarily  because  records  are  not  maintained  to  account  for  and  allocate  costs  in 
such  a  manner . 

We  believe  that  in  order  to  properly  control  appropriated  funds  and  provide 
for  an  accurate  charging  of  program  costs,  the  land  department  should  identify 
and  allocate  its  activities  and  the  cost  of  those  activities  to  the  benefiting 
programs.   In  the  case  of  the  resource  development  division,  for  example,  those 
costs  benefiting  the  resource  development  projects  should  be  allocated  to  and 
funded  by  resource  development  moneys. 
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RECOMMENDATION 

We  reaommend   that   the   land  department  devise  a  system  for  charging  costs 
to  benefiting  programs   to   the  maximum  extent  possible. 

Equipment  Acquired  through  Lease-Purchase 

In  April  1967,  the  land  department  entered  into  a  lease-purchase  agreement 
to  acquire  an  accounting  machine.   All  indications  are  that  it  was  the  intent 
of  the  land  department  to  purchase  rather  than  lease  the  machine  from  the  outset. 
This  is  evidenced  by  the  fact  that  the  lease-purchase  agreement  specified  that 
the  purchase  price  of  $6,934  would  be  payable  in  tiro  installments  of  $2,125  and 
a  final  installment  of  $2,684,  over  a  three-year  period.   This  view  is  further 
supported  by  the  fact  that  the  machine  was  needed  to  facilitate  the  accounting 
function  of  the  cashier  and  was  especially  designed  to  prepare  a  cash  receipts 
journal.   The  acquisition  of  the  machine  was  not  correctly  handled  from  an 
accounting  standpoint  in  that  the  machine  was  not  capitalized  in  the  department's 
fixed  assets  nor  was  the  unpaid  balance  recognized  in  records  or  reports.   c;enerally 
accepted  governmental  accounting  principles  prescribe  that  assets  acquired  under 
a  lease-purchase  plan  which  is  used  as  a  method  of  purchase  financing,  should  be 
recognized  at  full  value  in  the  accounting  records  with  an  accompanying  recognition 
of  a  liability  or  encumbrance  for  the  unpaid  amount. 

RECOMMENDATION 

We   recomirii'nd    I  full  : 

I.      'I'he    land  licparLmenL   record   iJic  a(fqu u:il- Ion   <']'   I  hr  ,i<;-<>ivil  i n.j 
machine  in  its  accounting  records. 
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2.  The  state  oontvollev  prescribe  aacnunting  procedures   to  be 

followed  by  all  state  agencies  with  respect   to   the  acquisition 
of  assets  under  lease-purchase  arrangements. 

Revenue  Credited  As  Refund  to  Appropriation 

During  the  course  of  its  business,  the  land  department  collects  various 
fees  and  refunds  as  a  result  of  routine  agency  operations.   During  1968-69  for 
example,  $733  in  receipts  were  collected  by  the  land  department  and  credited 
to  the  land  department  appropriation.   Included  in  this  amount  were  land  sale 
application  fees  of  $425. 

We  believe  this  practice  is  questionable  from  several  standpoints.   Indiscrim- 
inate crediting  of  fees  to  the  agency's  appropriations  has  the  effect  of  increasing 
the  appropriation,  thereby  expanding  the  spending  capability  of  the  agency  without 
legislative  control.   The  various  accounts  used  by  the  agency  will  be  respectively 
overstated  and  understated  because  fees  are  recognized  as  appropriation  refunds, 
and  expenditure  and  revenue  data  is  distorted  when  used  for  budgeting  purposes. 

We  recognize  that  the  amounts  Involved  in  this  Instance  may  appear  insignif- 
icant.  In  our  opinion,  however,  the  basic  principles  involved  are  Important  from 
a  proper  disclosure  and  budgeting  standpoint.   We  have  observed  similar  situations 
in  other  state  agencies  and  are  of  the  opinion  that  more  definitive  accounting 
guidance  is  needed. 

RECOMMEWATION 

We  recommend  that: 

I.      The    land  department  recognize  fees  received  as  a  result  of  agency 
operations  as  revenue  instead  of  as  refunds   to  appropriations . 
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2.      The  state  controller  establish  guidelines  fop  the  use  of  sl-ate 
agencies,    outlining  the  procedures   to  be  followed  in  accounting 
for  fees,    refunds,    and  similar  items  in  accordance  with 
generally  accepted  accounting  practice. 


REVENUE 


In  carrying  out  its  various  functions,  the  land  department  realizes  revenue 
from  numerous  sources.   For  example  significant  revenues  are  received  from  the 
leasing  of  state  lands,  mineral  leases,  gas  and  oil  leases,  land  sales,  and 
interest  income  on  state  investments.   During  the  1968-69  fiscal  year,  approximately 
$12,300,000  in  revenue  was  generated  through  programs  under  the  control  of  the 
land  department.   Our  examination  of  various  aspects  of  these  programs  disclosed 
a  number  of  areas  where  we  believe  improvements  are  needed. 
Reports  to  the  State  Treasurer 

Section  81-204,  R.C.M.  1947,  requires  that  the  land  department  prepare  a 
semi-monthly  report  of  all  moneys  received  during  the  respective  period.   The 
purpose  of  this  report,  which  is  submitted  to  the  state  treasurer,  is  to  account 
for  and  report  the  revenue  received  by  the  land  department  from  various  sources, 
and  to  provide  the  state  treasurer  with  information  necessary  to  allocate  the 
revenue  to  various  accounts.   At  the  time  of  our  examination,  the  report  to  the 
state  treasurer  was  being  prepared  by  the  cashier,  who  was  also  responsible  for 
the  handling  of  cash,  issuing  of  receipts,  and  the  initial  rei-onling  of  cash  in 
the  accounting  records. 

Since  the  report  submitted  to  the  treasurer  is  or  sliould  hv   a  prodmL  ot 
the  land  department  accounting  system,  i.e.,  amount  and  distribution  of  revenue 
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received,  we  believe  the  report  should  be  prepared  by  the  accounting  function  of 
the  land  department,  rather  than  the  cashier.   To  achieve  this,  we  believe  that 
the  cashier  should  be  responsible  for  the  receipt  and  deposit  of  cash  and  the 
accounting  function  responsible  for  the  recording  of  cash  transactions  in  the 
accounting  records  and  preparation  of  any  required  financial  reports. 

RECOMENDATION 

We  recommend  that   the   land  department  realign  the  duties  of  its  personnel 

to  require   that  financial  reports  be  prepared  by   the  accounting  function 

from  the  accounting  records. 

Surface  Damage  Payments 

Surface  damages  consist  primarily  of  physical  disturbance  of  the  surface 
of  leased  state  lands.   In  most  instances,  such  damages  occur  during  the  course 
of  oil  and  gas  exploration  in  which  drilling  and  seismographic  tests  are  conducted. 

Oil  and  gas  leases  permitting  this  exploration  are  awarded  by  the  land 
department  and  include  a  provision  which  stipulates  that  firms  holding  such 
leases  will  reimburse  the  lessees  of  state  lands  for  any  surface  damages  caused 
during  exploration.   For  example,  an  individual  holding  an  agricultural  lease 
on  state  lands  upon  which  an  oil  and  gas  lease  had  also  been  awarded,  would  be 
reimbursed  by  the  holder  of  the  oil  and  gas  lease  for  any  damages  to  crops. 

We  found  several  instances  where  the  lessee  of  state  lands  received  surface 
damage  payments  in  excess  of  the  amount  which  the  lessee  was  paying  the  state 
for  use  of  the  land.   In  one  instance  for  example,  a  lessee  received  approximately 
$700  for  surface  damages  although  the  annual  rental  payment  to  the  state  was 
merely  $70. 
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In  our  opinion,  a  serious  question  exists  as  to  tlie  propriety  of  the  lessees 
realizing  a  windfall  profit  as  a  result  of  exploratory  activity,  which  physically 
and  possibly  detrimentally  affects  state  property.   We  believe  that  since  the 
property  belongs  to  the  state  and  its  use  will  eventually  revert  to  the  state 
at  the  expiration  of  the  lease,  the  state  may  also  be  entitled  to  a  pecuniary 
interest  in  recoveries  due  to  surface  damages. 

litjmmitiNi'ATioN 

We  reoommend  thai   the    land  board  consult  with   the  At-lovncij  Uener'al's 
Office,    the  Federal  Bureau  of  Land  Management,   and  others  as  necessary 
to: 

1.  Determine  whether  the  state  has  or  should  have  any  monetary 
interest  in  surface  damage  payments. 

2.  Establish  an  appropriate  state  policy  governing   the  payment 
of  surface  damages  so  as   to  assure   that   the  state  receives 
all  benefits   to  which  it  is  entitled. 

Unclaimed  Property 

The  Uniform  Disposition  of  Unclaimed  Property  Act  (Section  67-2218,  R.C.M. 
1947)  provides  that  all  moneys  received  by  the  state  as  unclaimed  property,  shall 
be  deposited  by  the  state  treasurer  to  the  state  common  school  permanent  account 
which  is  under  the  control  of  the  land  department.   The  statute  allows  the 
treasurer  to  retain  an  amount  not  exceeding  $25,000,  however,  from  which  subse- 
quent claims  for  refunds  are  to  be  paid,  if  and  when  such  claims  materialize. 

Moneys  collected  by  the  treasurer  as  unclaimed  property  are  first  deposited 
in  an  account,  in  Lhe  Agency  Fund.   Periodically,  moneys  in  the  Agency  Fund 
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account  are  transferred  by  the  treasurer  to  the  common  school  permanent  account 
in  the  Trust  and  Legacy  Fund  which  is  controlled  by  the  land  department.   For 
example,  $500,000  and  $25,000  were  so  transferred  in  the  1966-67  and  1967-68 
fiscal  years  respectively.   We  found,  however,  that  no  funds  have  been  trans- 
ferred as  required  by  law  since  1968,  and  that  as  of  June  30,  1969,  $128,552 
was  being  held  in  the  agency  account. 

RECOMMEmATION 

In  view  of  the  fact  that  we  are  concurrently  performing  an  examination 

of  the  State  Treasurer  's  Office,   we  are  deferring  our  recommendation 

for  inclusion  in  the  treasurer's  report. 

Bequest  Income 

In  1925,  a  private  individual  bequeathed  to  the  state  95  acres  of  land 
in  and  around  the  City  of  Columbus  for  the  joint  use,  benefit,  and  enjoyment 
of  the  Children's  Center  at  Twin  Bridges  and  Galen  State  Hospital.   Shortly 
thereafter,  the  attorney  general  expressed  the  opinion  that  since  the  will 
bequeathing  the  land  did  not  dedicate  the  bequest  to  any  particular  purpose, 
the  Board  of  Examiners  had  the  authority  to  determine  how  the  bequest  would 
be  used.   Acting  on  the  basis  of  this  ruling  at  its  meeting  in  September  1929, 
the  Board  of  Examiners  requested  the  land  board  to  invest  the  moneys  arising 
from  the  sale  of  part  of  the  bequeathed  land  in  the  Trust  and  Legacy  Fund  and 
to  allow  the  fund  to  accumulate  to  $2,000  before  distributing  any  income  to 
the  two  Institutions.   Apparently,  the  resolution  of  the  Board  of  Examiners 
was  ignored  or  forgotten.   No  income  has  ever  been  distributed,  and  during  the 
ensuing  years  income  from  investments,  additional  land  sales,  and  leases  on 
the  remaining  land  have  been  added  to  the  principal  amount  which  reflected  a 
balance  of  $20,949  at  June  30,  1968. 
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During  the  1967-68  fiscal  year,  the  Department  of  Institutions  discovered 
that  the  income  in  excess  of  $2,000  was  not  being  allocated  as  resolved  by 
the  Board  of  Examiners  in  1929.   The  Department  of  Institutions  elected, 
however,  to  leave  the  balance  of  $20,949  in  the  Trust  and  Legacy  Fund  for 
investment  purposes,  and  to  allocate  all  future  income  to  the  respective 
institutions.   However,  no  income  has  been  allocated  since  then. 

We  believe  that  positive  action  should  be  taken  to  make  a  proper  disposition 
of  the  account  balance  and  resulting  future  revenue.   The  action  should  be 
based  upon  an  administrative  decision  by  the  proper  officials  and  if  necessary, 
a  current  legal  determination. 

Rt:CUMMENl)ATION 

We  recommend  that   the    land  department  confer  with   the  I'epartmi-nl    of 
Institutions,    Board  of  Examiners,    and  Attorney  General  's  Office   to 
determine   the  proper  disposition  of  funds  in  this  account  as  well  as 
future  income  as  a  result  of  the  bequest. 

Revenue  Derived  From  the  Use  of 
Certain  State  Lands 

Our  examination  disclosed  that  revenues  received  from  the  use  of  state 
lands  which  were  acquired  by  means  other  than  grants,  gifts,  or  bequests  are 
being  accounted  for  in  a  manner  which  is  inconsistent  with  existing  statutes. 

We  found  that  while  Sections  79-601,  81-401,  81-1712,  and  82-1906,  K.C.M. 
1947,  provide  general  guidance  as  to  the  disposition  of  revenue  received  I  roiii 
the  use  and  sale  of  such  state  lands,  the  revenue  actually  realized  was  accounted 
for  in  diverse  and  seemingly  inconsistent  ways.   For  example,  $981  received 
from  the  sale  of  land  originally  acquired  with  General  Fund  moneys  for  Northern 
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Montana  College  at  Havre  were  credited  to  the  institution's  operating  account 
instead  of  the  General  Fund  as  required  by  Section  82-1906,  R.C.M.  1947. 

In  another  instance,  $2,009  in  revenue  from  grazing  leases  on  land  originally 
purchased  with  General  Fund  moneys  for  the  Pine  Hills  School  was  credited  to 
the  (Jeneral  Fund  while  $2,714  from  an  oil  and  gas  lease  sale  was  credited  to 
the  institution's  operating  account.   Likewise,  $665  in  revenue  received  from 
grazing  and  agricultural  leases  on  land  originally  purchased  with  General  Fund 
moneys  for  the  Mountain  View  School  was  entirely  credited  to  the  General  Fund. 
Similarly  $743.  in  agricultural  lease  proceeds  from  land  which  was  also  purchased 
with  General  Fund  moneys  for  the  Water  Resources  Board  were  received  by  the 
land  department  and  transferred  to  Water  Resource  Board  accounts  as  opposed  to 
being  allocated  one-half  to  the  General  Fund  and  common  school  account  as  pro- 
vided for  in  Section  81-1712,  R.C.M.  1947. 

In  short,  it  appears  that  moneys  derived  from  the  use  of  these  state  lands 
are  accounted  for  and  disposed  of  in  many  inconsistent  ways.   As  a  result,  it 
is  difficult  to  ascertain  the  rationale  and  legal  authority  in  support  of  the 
various  transactions,  and  much  more  difficult  to  evaluate  whether  or  not  the 
respective  revenues  were  properly  accounted  for. 

RECOMMENDATION 

We  recommend  that   the   land  department  compile  a  comprehensive  invctil <>rn 
of  the  revenues  received  from   the  use  of  state    lands,    seek   to  c/ar-fj)/ 
and  establish   the  proper  disposition  of  such  revenues,   and  propose  any 
legislation  necessary  to  accomplish   this  purpose. 

Disposition  of  Coal  Lease  Revenue 

The  land  department  collects  revenues  from  coal  leases  and,  in  accordance 
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with  Section  81-510,  R.C.M.  1947,  all  receipts  of  revenue  shall  be  considered 
as  royalties  and  credited  to  the  same  funds  as  such  receipts  would  be  under 
oil  and  gas  leases  on  such  lands,  i.e.,  credited  to  the  permanent  fund  arising 
from  the  grant. 

During  the  1968-69  fiscal  year,  receipts  in  the  amount  of  $84,885  were 
credited  to  the  applicable  institutions'  operating  accounts  but,  in  our  opinion, 
should  have  been  credited  to  the  permanent  accounts  in  accordance  with  Section 
81-510,  R.C.M.  1947. 

RECOMMENDATION 

We  recommend  that   the   land  department  deposit  coal    lease  revenue   in 
accordance  with   the  provisions  of  Section  81-blO,   R.C.M.    1947. 

Coal  Royalty  Reports 

Section  81-508,  R.C.M.  1947,  provides  that  the  holders  of  coal  mining 
leases  must  submit  reports  to  the  land  department  on  or  before  the  15th  of 
each  month.   These  reports,  which  are  to  be  prepared  under  oath,  are  intended 
to  disclose  the  amount  of  coal  mined,  the  sales  price,  and  other  information 
required  by  the  land  department  and  are  supposed  to  be  accompanied  by  any 
royalty  payments  due  the  state  as  a  result  of  coal  production.   Irrespective 
of  the  requirements  of  law,  however,  the  legal  document  upon  which  coal  mining 
leases  are  executed  prescribes  no  specified  time  for  the  submission  of  reports 
required  by  law,  and  specifies  that  royalties  are  payable  quarterly,  in  contrast 
to  the  monthly  requirement  of  law.   Neither  the  law,  nor  the  legal  documents 
provide  for  any  form  of  penalty  to  be  assessed  against  the  lessees  as  an 
inducement  for  timely  submission  of  reports  and  payment  of  royalties.   We 
found  that  reports  and  payments  on  the  one  coal  mining  lease  in  effect  during 


-48- 


1968-69  were  almost  always  received  late.   For  example,  the  report  and  royalties 
due  in  December  1968  were  not  received  until  February  1969. 

EECOMMENUATION 

We  vecommond  that   the   land  department: 

1.  Require    that  all   coal  minin,j    lease   reports;  and  r'oijaltij  paijmentr, 

be  submitted   to   the  state  each  month  as   required  by    'Jection   8I-b()8, 
R.C.M.    1947. 

2.  Revise   the  coal   lease  form  to  incorporate   the  requirements  of 
law  as  specified  in  Section  81-508,   R.C.M.    1947. 

Z.      Explore   the  desirability  of  establishing  and  imposing  a  penalty 
fee   to  be  assessed  in  those  instances  where   lessees  fail   to 
comply  with  the  requirement  of  Section  81-508,   R.C.M.    1947. 

Standardized  Mining  Lease  Forms 

At  the  time  of  our  examination,  there  were  no  standard  preprinted  forms 
in  use  for  mining  leases.   As  leases  for  the  mining  of  minerals  were  executed 
in  the  past,  the  land  department  improvised  and  typed  the  lease  documents.   As 
a  result,  the  terms,  conditions,  provisions,  and  format  of  the  various  existing 
leases  differ  greatly,  and  in  some  instances,  do  not  conform  to  the  requirements 
of  law.   For  example,  one  talc  mining  lease  specifies  that  royalty  reports  and 
payments  are  to  be  made  on  the  20th  of  each  month,  as  do  leases  for  bentonite, 
peat,  and  shale,  while  a  lease  for  iron  ore  specifies  the  15th  of  each  month, 
and  a  lease  for  phosphate  the  30th  of  the  following  month.   Section  81-702, 
R.C.M.  1947,  provides  that  such  royalty  reports  and  payments  are  due  on  or 
before  the  15th  of  each  month. 
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Sections  81-416,  81-423,  and  81-502,  R.C.M.  1947,  provide  the  land 
department  with  general  authority  and  broad  powers  to  prescribe  the  form  of 
leases  and  to  formulate  and  prescribe  appropriate  rules  and  regulations  over 
the  leasing  of  state  lands.   We  believe  the  land  department  should  utilize 
this  power  to  design  and  prescribe  standardized  preprinted  forms  for  use  in 
the  execution  of  mining  leases.   Forms  such  as  these  would,  in  our  opinion, 
provide  needed  uniformity  among  the  various  leases  and  would  also  provide  basic 
assurance  that  such  leases  are  in  conformance  with  law. 

RECOMMENDATION 

We  recommend  that  the   land  department  design,   prescribe,   and  use 
standardized  preprinted  forms  for  mineral   leases. 

Appraisal  of  State  Lands 

Sections  81-303,  81-401,  and  81-404,  R.C.M.  1947,  provide  the  land 
department  with  the  authority  and  responsibility  for  establishing  the  value 
of  state  lands.   For  the  most  part,  the  land  department  has  used  its  field 
agents  in  making  appraisals  of  state  lands  for  lease  or  for  sale.   Section 
81-912,  R.C.M.  1947,  stipulates  that  no  lands  can  be  sold  for  less  than  appraised 
value  and  specifies  that  agricultural  and  grazing  lands  cannot  be  sold  for  less 
than  $10  and  $5  per  acre,  respectively. 

We  found  that,  generally,  the  land  department  files  \<!ere   very  skimpy  insofar 
as  land  appraisals  were  concerned.   In  many  instances,  for  example,  the  records 
do  not  show  the  criteria  used  by  the  land  department  in  establishing  the  sales 
price  or  rental  value  of  state  lands.   As  a  result,  it  is  difficult  to  determine 
whether  the  state  received  a  fair  and  reasonable  price  for  land  rented  or  sold. 
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RECOMMENDATION 

We  reaorrmend  that   the   land  department  design,    use,    and  retain  in  the 

appropriate  files,    a  form  which  will  reflect   the  criteria  used  in 

establishing  the  rental  and  sale  value  of  state   lands. 

Selection  of  Indemnity  In-Lleu  Lands 

Large  quantities  of  previously  held  federal  land  have  been  granted  at 
various  times  to  the  state  under  a  number  of  federal  laws.   The  general  purpose 
of  these  grants  was  to  provide  a  financial  base  for  the  support  of  educational 
and  other  institutions.   In  this  connection,  sections  16  and  36  of  every  town- 
ship, encompassing  over  5.2  million  acres  were  granted  by  the  federal  government. 
In  numerous  instances,  however,  some  of  the  land  included  in  sections  16  and  36 
had  been  homesteaded  or  had  mining  claims  filed  on  it  prior  to  the  passage  of 
the  federal  act.   Some  of  the  land  was  located  within  the  boundaries  of  Indian 
reservations,  or  had  been  withdrawn  by  the  federal  government  for  natural  forests 
or  recreation  areas.   Because  these  lands  were  not  available  to  the  state  as 
intended  in  the  grant,  the  state  was  allowed  to  select  certain  other  land  as 
an  indemnity. 

Section  81-301,  R.C.M.  1947,  charges  the  land  department  with  the  responsi- 
bility of  diligently  and  expeditiously  selecting  all  lands  granted  to  the  state 
so  that  the  state  may  receive  the  use  of  all  lands  under  tlie  various  grants.   As 
of  June  30,  1969,  approximately  21,195  acres  of  land  had  not  yet  been  selected 
and  approved  by  the  state  for  various  reasons.   For  example,  we  were  informed 
that  a  number  of  previous  land  commissioners  were  not  interested  in  making  land 
selections,  and  that  selection  of  lands  is  a  time-consuming  process  in  which  lands 
to  be  selected  must  be  surveyed  and  approved  by  the  federal  government.   In 
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addition,  the  land  board  wants  to  assure  that  the  land  selected  is  of  equal 
value  with  the  land  given  up,  insofar  as  mineral  and  esthetic  values  are 
concerned  and,  in  many  instances,  the  federal  government  is  reluctant  to 
give  up  some  of  the  land  selected. 

Regardless  of  the  reasons  for  this  land  remaining  unselected,  we  believe 
that  the  land  department  should  initiate  a  concerted  effort  to  select  the 
remaining  lands.   Action  of  this  nature  would  put  the  lands  under  state 
control  as  quickly  as  possible  and  result  in  an  increase  in  revenues  in 
support  of  state  operations. 

RECOMMENDATION  _ 

We  recommend  that   the    land  department  initiate  a  concerted  effort   to 

select   the  remaining   lands  available  to  the  state  as  a  result  of 

federal  grants. 

Small  Parcels  of  Land  Retained  by  the  State 

In  the  past,  the  state  has  sold  land,  but  for  various  purposes,  retained 
small  parcels  within  the  tract  sold.   In  one  instance,  for  example,  the  state 
sold  approximately  426  acres  in  1930,  but  retained  about  9  acres  for  a  school. 
Since  that  time,  the  school  has  been  abandoned,  the  building  removed,  and  the 
land  farmed  by  the  owner  of  the  adjacent  land.   Because  of  this  practice,  the 
state  is  losing  revenue  which  would  otherwise  be  available  if  the  land  were 
leased  or  sold.   The  extent  and  value  of  these  small  parcels  is  unknown,  and 
according  to  land  department  officials,  such  information  would  necessitate  a 
review  of  all  land  sale  records. 
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RECOMMENDATION 

We  recommend  that  the   land  department  review  its  files   to  determine   the 
extent  to  which  small  parcels  withheld  from  sale  exist,   reevaluate   the 
reasons  for  originally  withholding   these  parcels  from  sale,    and  take 
appropriate  action  to  insure   that   the  state  realizes  maximum  benefit 
from  this   land. 

Exchange  of  Land  with  the  Water  Resources  board 

In  March  1938,  the  land  board  recommended  an  exchange  of  land  with  the 
State  Water  Resources  Board.   The  303  acres  of  land  held  by  the  land  department 
was  originally  received  by  the  state  under  the  Enabling  Act  in  1889  and  was  to 
be  exchanged  for  1,008  acres  of  land  held  by  the  Water  Resources  Board.   In 
1938  the  exchange  was,  for  all  practical  purposes,  consummated,  and  the  land 
department  has  leased  the  land  which  it  received  while  the  Water  Resources 
Board  land  is  submerged. 

The  propriety  of  the  exchange  is  subject  to  question,  however,  because  the 
land  was  received  under  the  Enabling  Act  which  provided  that  such  lands  could 
only  be  disposed  of  at  public  sale.   The  issue  was  further  clouded  by  the  fact 
that  in  1933,  an  amendment  to  the  Enabling  Act  was  enacted  to  permit,  among 
other  things,  exchanges  of  land.   Irrespective  of  this  amendment,  however,  the 
State  Constitution,  which  was  adopted  in  response  to  the  Enabling  Act,  still 
does  not  permit  such  land  to  be  exchanged.   As  a  result,  the  state  attorney 
general  declared  the  exchange  to  be  unconstitutional  in  November  1942.   However, 
the  land  department  is  still  leasing  and  using  the  1,008  acres  of  land. 

While  we  recognize  that  the  land  df'partment  has  been  .iw.irc  ot  this  iiniblcm 
for  some  time,  we  believe  some  positive  arLlon  should  hi'  L;il<.fii  lo  rcsnlvc  ii  . 
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RECX)MMENUAT10N 

We  recommend  that   the   land  department  consult  with  the  Attorney  Genex'al's 

Office  to  specifically  identify   the  steps  necessary  to  resolve   this 

matter  and  that  the   land  department  take  such  steps. 

ACCOUNTABILITY  OF  DOCUMENTS 

The  control  over  lease  documents,  cash  receipt  forms,  and  other  documents 
issued  by  the  land  department  needs  to  be  improved.   Although  some  of  these 
documents  are  manually  numbered  at  the  time  of  issuance,  none  of  the  forms  are 
serially  prenumbered  at  the  time  of  printing. 

Adequate  accountability  over  these  document  forms  could  be  established 
by  having  them  serially  prenumbered  at  the  time  they  are  printed,  and  by 
accounting  for  the  documents  by  this  number.   For  example,  5,000  lease  forms 
could  be  prenumbered  consecutively  from  0001  to  5,000.   Then  at  any  time  during 
their  use,  the  number  of  leases  issued  could  be  determined  by  determining  the 
next  unissued  number  and  counting  those  leases  cancelled,  revoked,  or  expired 
as  well  as  those  lease  forms  voided. 

RECOMMENDATION 

We  recommend  that  all   leases,    certificates,    permits,    receipts,    and  other 
documents   to  the  extent  feasible,    be  serially  prenumbt^.red  at   the    time 
of  printing   to  provide  adequate  accountability  of  these  documents. 

CONCLUSION 

Our  recomraendations  have  been  discussed  with  the  department's  commissioner 
and  assistant  administrator,  and  where  applicable,  the  state  controller.   We 
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thank  the  commissioner  and  his  staff  for  their  cooperation  and  assistance. 

Respectfully  submitted, 


June  15,  1970 


Morris  L.  Brusett 
Legislative  Auditor 
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EXHIBIT  B 

DEPARTMENT  OF  STATE  LANDS  AND  INVESTMENTS 

ALL  FUNDS 

STATEMENT  OF  CHANGES  IN  FUND  BALANCE 

Fiscal  Year  Ended  June  30,  1969 

Earmarked   Federal  and 

General    Revenue  Private  Grant    Trust  and  Suspense 

Fund       Fund  Clearance  Fund  Legacy  Fund  Account 
(Exhibit  B-1)  (Exhibit  B-2)  (Exhibit  F) 


Fund  P.alance.  July  1,  1968   $  11,761   $200,245      $  5,353,020   $54,400,323 


Additions : 

1968-69  Appropriations  311,550 

Receipts 


151,050  8,524,055  2,894,845  7,400,991 


Reserve   for   Encumbrances, 

July   1,    man  209  1.298 


'Idditii^r  °"''  323,520        352,593  13,877,075        57.295.173  7.400.991 


Deductions: 

Appropriation  Expenditures, 

Exhibit  C  322,185    48,177 


Distribution  to  Other  Funds  _  7,400,991 

and  Other  Expenditures      -         -         iU,uyo,yzD 


Reserve  for  Encumbrances, 

June  30,  1969  156     61,117 

Appropriation  Reversions     1>179  z 


,  „  •■       1    in      iQftQ  <;   -      ?43  299     $  3,778,149   $57,295,173    $ 
Fund  Balance,  June  30,  lyby  ^    z^J.,  zv.^     •?->>'•     ^  v 
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EXHIBIT  B-1 


DEPARTMENT  OF  STATE  LANDS  AND  INVESTMENTS 

FEDERAL  AND  PRIVATE  GRANT  CLEARANCE  FUND 

STATEMENT  OF  CHANGES  IN  FUND  BALANCE 

Fiscal  Year  Ended  June  30,  1969 


Common  School  Trust  &  Legacy 

Interest  and  Interest  and 

Income  Income Total 

Fund  Balance,  July  1,  1968      $  5,348,504  $    4,516  $  5,353,020 

Add  Receipts  -  Exhibit  E          8,282,930          241,125  8,524,055 

Total  Balance  and  Additions   13,631,434          245,641  13,877,075 

Deduct  Expenditures  -  Exhibit  E   9,854,357          244,569  10,098,926 

T^und  Balance,  June  30,  1969     $  3,777,077  $    1,072  $  3,778,149 
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EXHIBIT  B-2 

DEPARTMENT  OF  STATE  LANDS  AND  INVESTMENTS 

TRUST  AND  LEGACY  FUND 

STATEMENT  OF  CHANGES  IN  FUND  BALANCE 

Fiscal  Year  Ended  June  30,  1969 

Public        University 

Schools         Units        Institutions 

Account        Accounts       Accounts       Total 

Fund  Balance,  July  1,  1968    $48,662,146     $  4,813,628    $   924,554    $54,400,328 

Additions : 

Transfer  of  Revenue  from 

Suspense  Account  - 

Exhibit  F  1,000,156  79,921         3,515      J, 083, 592 

Transfer  from  Federal  and 
Private  Grant  Clearance  Fund  - 
Common  School  Account: 

5%  of  Gross  Receipts  of 

Public  School  Interest 

and  Income  499,576  -  -  499,576 

Transfer  from  Federal  and 

Private  Revenue  Fund  -  Interest 

Income  Correction  622  -  -  ^^^ 

Collections  by  the  State 

Forester  1,094,167         116,214       100,674      1.311,055 

Fund  Balance,  June  30,  1969   $51.256,667     $  5,009,763    $1,028,743    $57,295,173 
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EXHIBIT  D 


DEPARTMENT  OF  STATE  LANDS  AND  INVESTMENTS 

EARMARICED  REVENUE  FUND 

STATEMENT  OF  REVENUE 

Fiscal  Year  Ended  June  30,  1969 


2  1/2%  of  Income  From  Use  of  State  Lands  (Other  than  Permanent 
Funds  Income) : 

Transfers  From  Federal  and  Private  Revenue  Fund  -  Various  Accounts   $   6,610 

Transfer  From  Federal  and  Private  Grant  Clearance  Fund  -  Common 

School  Account  133,554 

Interest  Income  on  Investments  10,886 

Total  Revenue  $151,050 
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EXHIBIT 


DEPARTMENT  OF  STATE  LANDS  AND  INVESTMENTS 

FEDERAL  AND  PRIVATE  GRANT  CLEARANCE  FUND 

STATEMENT  OF  RECEIPTS  AND  DISBURSEMENTS 

Fiscal  Year  Ended  June  30,  1969 


Common  School   Trust  &  Legacy 
Interest  and     Interest  and 

Income  Income       Total 


Receipts; 

Transfer  from  Suspense  Account  -  Exhibit  F: 

Lease  Rental  Fees  $5,632,227 

Penalties  on  Oil  and  Gas  Leases  127,618 

Interest  on  Land  Sales  159,978 

Interest  Income  2,346,632 

Miscellaneous  Fees  Collected  by 

State  Forester  16,475 

Total  $8,282,930 


;  -  $  5,632,227 
127,618 
159,978 

241,125     2,587,757 


16,475 


$241,125    $  8,524,055 


Disbursements : 

Transfers  to  Other  Funds: 

Trust  and  Legacy  Fund  -  Common 
School  Permanent  Account 

Earmarked  Revenue  Fund  -  Resources 
Development  Account 

Federal  and  Private  Revenue  Fund  - 
Interest  and  Income  Accounts 

Federal  and  Private  Grant  Clearance  Fund  - 
Scholarship,  Memorial,  etc.  Accounts 

Agency  Fund  -  Prison  Inmates  Account 

Distribution  to  Counties  for  School 
Districts 

Wheat  Research  and  Marketing  Committee 

Refunds 

Total 


$   499,576 
133,554 


242,427 


$   499,576 


133,554 


242,427 


- 

1,933 

1,933 

- 

209 

209 

9,219,289 

- 

9,219,289 

320 

- 

320 

1,618 

_ 

1,618 

$9,854,357 

$244,569 

$10,098,926 
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EXHIBIT  G 


DEPARTMENT  OF  STATE  LANDS  AND  INVESTMENTS 

STATEMENT  OF  CHANGES  IN  TRUST  AND  GENERAL  FIXED  ASSETS 

Fiscal  Year  Ended  June  30,  1969 

Balance  Balance 

July  1,  1968   Additions   Deletions  June  30,  1969 


Trust  Fixed  Assets: 
Land 

Land  Improvements 

Equipment  and  Maps 

Total 


$51,238,721    $  66,828  $  65,157  $51,240,392 

8,132        -  8,132 

1,702       6,366        -       8,068 

$51,240,423    $  81,326  $  65,157  $51,256,592 


General  Fixed  Assets; 
Equipment 


$    26,294    $   1,543 


860 


26,977 
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